
1N RE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2010-409-E - ORDER NO. 2011-95

FEBRUARY 1,2011

Application of South Carolina Electric & Gas )

Company for Authority to Transfer, at Book )

Value, Certain Real Property to SCANA )

Services, Incorporated and to Carolina Gas )

Transmission Corporation )

ORDER APPROVING

PROPERTY TRANSFERS

This matter comes before the Public Service Commission of South Carolina

("Commission") on the Application of South Carolina Electric & Gas Company

("SCE&G" or "the Company") for approval of the transfer of certain real property.

SCE&G owns two tracts of land consisting of approximately 382 acres located

near the intersection of 12 th Street and Interstate 77, in the area of Cayce, South Carolina.

The Application states that the collective book value of the two tracts of land is

$392,119.18. SCANA Corporation ("SCANA") recently completed construction of its

administrative offices on approximately one hundred (100) acres of Tract 1, which

consists of approximately 219 acres. Tract 1, including the mass grading charges, is

classified as non-utility property on the Company's books and is not included in

SCE&G's rate base. The Application reveals that the Company has not included any

costs associated with Tract 1 in any utility rates or rate calculations. SCE&G requests

permission to transfer this tract to SCANA Services, Inc. at book value, with associated

mass grading charges.
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Tract 2 consistsof approximately 163 acres. The Application reveals that

SCE&G allowed Carolina Gas Transmission("CGT") to constructa Field Operations

Facility on 11.2acresof Tract 2 and within SCE&G's 154-acreOperationsComplex.

Tract 2 is classifiedas commonutility propertyandonly that portion of Tract 2 that is

allocableto SCE&G's gasoperationsis includedwithin the ratebasefor the Company's

gasoperationsandhasbeenincludedwithin the ratebasesinceOctober 14,2010. The

Company requestspermissionto transfer this tract to CGT at book value, and the

associatedmassgrading costs. If the Commissiongrantsthis relief, thenSCE&G will

remove the 11.2acresfrom its rate baseduring its next filing madepursuantto the

National Gas Rate StabilizationAct under S.C. Code Ann. Section 58-5-410et seq.

(Supp.2010).

In sum,SCE&G requestsauthorizationto (1) transfer,at book value, 100 acres

andthe associatedmassgradingcoststo SCANA Services,and (2) to transfer,at book

value,11.2acresandthe associatedmassgradingcoststo CGT.

CommissionOrderNo. 92-931generally requiresthat SCE&G will disposeof

realpropertyat fair marketvalue. SCE&Gis informedandbelievesthatthe intentof that

provision was, among other things, to prevent the transfer of property at discounted

valuesfrom regulatedto unregulatedentities. In the presentcase,SCE&G hasallowed

SCANA Servicesand CGT to usea portionof its property. As statedabove,Tract 1 is

classifiedon SCE&G's booksasnon-utility property,while Tract 2 is beingcarriedon

SCE&G's books as common utility property, subject to the relevant portion being

transferredto non-utility property.
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In the caseof Tract 1, transferring100acresto SCANA Servicesat book value

ensuresthat SCANA's consolidatedassetbaseremainsthe sameafter the land transfer

and,in turn, ensuresthat SCE&G's customersdo not feel anyof the detrimentaleffects

that might occur if Tract 1 were carried on SCANA Services'books at the higher fair

marketvalue,i.e., increasepropertytaxes.

In the caseof Tract 2, both SCE&Gand CGTare regulatedutilities. If SCE&G

were to transfer 11.2acresto CGT at fair market value, then under acceptedutility

accountingstandards,SCE&G would be required to recognizea gain on the transfer,

which it would then book into FERC account421.1 Gain on Dispositionof Property

which is a non-utility account. Further,if CGTwereto book thepropertyin its accounts

at fair marketvalueratherthanat bookvalue,thenCGT's ratebasewould increasein an

amountequal to the fair marketvalue of the land. BecauseSCE&G is a customerof

CGT, a fair marketvaluetransactionwould adverselyaffect SCE&G andits naturalgas

customersin the form of additional costsfor gasservice. Therefore,SCE&G requests

that this Commissionissuean Order authorizingSCE&G to transfer100 acresand the

associatedmassgrading coststo SCANA Servicesat book value,and to transfer 11.2

acresandtheassociatedmassgradingcoststo CGTat bookvalue.

The Office of RegulatoryStaff reviewedCompanydocumentationon this matter

andstatesthat grantingthe requestedrelief in this casewill allow theCompany'srecords

to reflect thetrueeconomicusageof theproperties.

We agreewith both the Company'sandORS's reasoningin this matter,andwe

thereforeapprovethe Application of SCE&G to transfer 100 acresand the associated
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massgradingcoststo SCANA Services,Inc. at book valueandto transfer11.2acresand

the associatedmassgrading coststo Carolina Gas TransmissionCorporationat book

value. As recognizedin ORS' letter of January18,2011,thesetransferswill allow the

Company'srecordsto reflect thetrueeconomicusageof theproperties.

This Order shall remain in full force and effect until further order of the

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

(SEAL)


